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FRENCH ECONOMIC INDICATORS 
In Billions of 19804/pollars Unless Otherwise Indicated 


1979 1980 1981 % Change* 

INCOME, PRODUCTION, EMPLOYMENT 
Gross Domestic Product $77.2 651.9 
GDP at Constant (1970) Prices 261.9 265.0 
Per Capita GDP (Dollars) 10,790 12,140 
Per Capita GDP (Dollars) at 

at Constant (1970) Prices 4,900 4,930 
Gross Capital Formation 123.3 

of which 
Business. / 67.4 
Housing ~ 33.3 
Gross Capital Formation 

at Constant (1970) Prices ae | 

of which 
Business 30.9 
Household 13.8 
Disposable Income 424.8 
Disposable Income Per Capita ($) 7,940 
Industrial Production2/ (1970=100) 134 125 (Apr) 
Labor Productivity 3/ (% Change) +3.3 
Unemployment Rate 6.1 7.9 (May) 
Labor Force (Millions) 23,4 23.4 (May) 
Hourly Wage Index (% Change) 12.6 14.2 (Apr) 


MONEY AND PRICES 

Money Supply 278.7 . 331.6 (Feb) 
Domestic Government Bond-Yields4/ 12.6 15.0 (Mar) 
Wholesale Prices (1962=100) 281.0 340.0 (Apr) 
Retail Price (1970=100) 221.3 278.5 (May) 


11.9 (May) 
11.1 (May) 
-2.3(I) 
Gold and Foreign Exchange-Reserves6/ 28. 3 (May) 
U.S. Share of French Inmports-(CIF)5/ 8.3(I) 
U.S. Share of French Exports- (FOB) 5/ 4.4(I) 
U.S. Direct Investment in France 
- (Year End) 
French Direct Investment in the U.S. 
- (Year End) 2 
Unit Value (Imports, % Change) 10 
Unit Value (Exports, % Change) 9 
Volume of Imports (% Change) 1 
0) 
4 


2 
s3 14.0(I) 
on . 10.7 (I) 
-6 -5.9(I) 
Volume of Exports (% Change) od 
Average France $ Rate (In Francs Per $) 4.2 


-1.4 (I) 


51 ; 4.860 (I) 


FOOINOTES : 
1/ In order to assure comparability, franc figures for GNP, Investment, Money 
Supply and Trade for all years have been converted into dollars at 4.226F per 
dollar (1980 average rate). Figures for the B/P current account balance have 
been converted from francs into dollars at the rates prevailing during the 
period in question. All figures are annual figures or averages unless otherwise 
specified. 

2/ Excluding construction 

3/ Labor productivity outside farm and financial sectors 

4/ Long-term issues 

5/ Based on French customs statistics 

6/ Gold valued at 42.20 $ per ounce - excluces changes due to changes in 
French valuation rates (2very 6 nonths) and to swaps with the FECOM (every 3 
months) 

7/ These data refer to household only, which represent more than 80 
percent of total housing. 


*Percent caluclated on an annual basis, for the last data available 
(i.e.: Feb 81/Feb 80 or 1980/1979) 





SUMMARY 


1. The French economy weakened at the end of 1980, and GNP fell 
in the last quarter of the year and the first quarter of 1981. 
Domestic demand had, until then, resisted the recession set off 
by the 1979 oil price shock that was hitting the rest of Europe. 
The downturn at the end of 1980 was largely due to a very large 
inventory adjustment and a decline in fixed investment. 

Private consumption has remained firm, despite a marginal 
decline in purchasing power last year that continued into the 
first quarter of this year. 


2. According to INSEE, activity could begin to expand again in the 
early fall. The economic policy framework has changed with the 
election of the first Socialist Government in France in 23 years. 
The new Government has announced an emergency action economic 
program to combat unemployment through increased minimum wages, 
higher welfare benefits, public job creation and credits to spur 
investment in industry. These measures should contribute to a 
modest recovery for several quarters. Still, given the steepness 
of the downturn in the first half, only marginal GNP growth is 
likely in 1981 despite the stimulus from economic policy. The 
unemployment rate began to climb rapidly at the end of 1980 and 
only slightly lagged behind the downturn in production. In May, 
the unemployment rate was 7.9 percent. Some further increase is 
possible in the coming months in spite of GOF efforts to create 
jobs, since demographic trends will reinforce the impact of weak 
economic growth. The balance of payments shifted to a $7 billion 
deficit in 1980 from a small surplus the year before because of 

a much larger oil bill but also because exports expanded less 
than markets and domestic market shares were lost to imports. 

The trade deficit began to narrow toward the end of 1980, mostly 
because the decline in the domestic economy and the switch from oil 
to nuclear electricity generation led to a decrease in imports, and 
the 2.4 billion current account deficit in the first quarter 1981 
was slightly below the deficity of first quarter 1980. The franc 
held the top position in the EMS for much of 1980 and into this 
year despite the external deficit. However, the franc began 

to depreciate within the EMS following Germany's decision in 
February to support the DM against the dollar by higher interest 
rates. In addition, the franc has come under very heavy pressure 
because of political uncertainty related to the change in 
government in the period April 27-May 22. This situation led the 
new Government to tighten exchange controls and raise the Bank of 
France rediscount rate on May 22 to historic highs as its first 
official act. Since that time the DM/franc rate has stabilized. 


3. The entry into office of a Socialist President supported by a 
Parliamentary majority obviously signals important shifts in the 
goals and administration of economic policies, both on macro- 
economic and sectoral levels. Until the new Government has 
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established and implemented its own policies it will be 
difficult to evaluate economic trends. The full impact of the 
stimulus measures announced so far will come next year. 
Judgments on how expansive these policies will be must await the 
budget presentation for 1982 and the fall round of wage negotia- 
tions. So far, the Government has taken care to reassure the 
business and financial communities that it will pursue a 
moderate course and that it is aware of the constraints facing 
the French economy. 


4. Although the French economy is traversing a difficult period, 
as are its trading partners, the performance of industry varies 
among sectors. The cutbacks in production have been greatest 

in consumer goods and semifinished product industries; the 
decline in investment goods has been more moderate. The weakest 
sectors are those that are suffering in the most industrialized 
countries: steel, automobiles, textiles, chemicals, machine 
tools and other capital goods. Yet France's "industries of the 
future" -- electronic components, computers, aeronautics and 
instrumentation -- continue to expand and provide opportunities 
for U.S. sales. Other good prospects: printing and graphic 
arts, sporting goods and health care products. 


5. The sharp increase in U.S. sales to France last year (32 
percent) occurred when the dollar/franc exchange rate was much 
lower than at present (an average FF 4.23/$1 in 1980 compared to 
5.03/$1 in the first 5 months of this year). The higher value 
of the dollar in French francs will not block sales of U.S. goods, 
although the normal commercial considerations in the French 
market in addition to price will need more attention. 


ECONOMIC TRENDS 


For much of last year, the French economy resisted the recession 
hitting its European trading partners and GDP continued to expand 
(by 1.1 percent). However, activity fell sharply at the end of 
the year and even more sharply in the first quarter of this year. 
A large stock adjustment and a contraction in business fixed 
investment spending, which had held up well in the first three 
quarters, were the cause of the downturn at the end of the year, 
since consumption spending has continued to expand. Business 
liquidity became increasingly strained last year because of 

higher wage and material costs, a credit squeeze, and higher 
interest rates, combined with a falloff in sales. Household 
incomes were squeezed as well: purchasing power declined 
marginally in France for the first time in years, despite the fact 
that wage increases rose faster than prices. But net transfer 
income (i.e. social security benefits minus social security taxes) 
an important supplement to personal incomes, rose less rapidly than 
prices, and the tax burden increased. Consumers reacted by 
reducing saving to maintain spending. They did not, however, 
maintain home buying in the same way -- housing investment dropped 
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throughout 1980 and into this year, as rapidly rising prices, 
interest costs, and credit restrictions have dried up new 
construction. 


Industrial output has borne the brunt of the recession; the rest 
of the economy has more or less stabilized since the end of 1979. 
Industrial production was, in the first quarter 1981, about 10 
percent below levels of a year ago. Since the decline was 
concentrated at the end of 1980, however, output averaged only 
slightly below that of 1979. During the last two quarters, the 
cutbacks in production have been largest in consumer goods, 
followed closely by semifinished products, while production of 
machinery and equipment declined at a more gentle pace throughout 
1980. Production rose a little in March-April }981, 


The outlook is for only a weak recovery in 1981, with GDP 
expanding only marginally. The new Socialist Government has taken 
a series of measures to increase the minimum wage and social 
welfare payments and to create public sector jobs, which should 
increase household incomes and support somewhat faster growth. 

New credits will be provided to industry as well to spur invest- 
ment. 


Consumer prices rose more rapidly last year (13.6 percent -- 
December to December -- compared to 11.7 percent in 1979), 
reflecting, in part, the impact of higher world energy prices. 
Wage increases accelerated as well, rising 15 percent for the year 
as workers tried to catch up with the acceleration in the cost-of- 
living which began in 1979 as a result of the second oil shock. 
Both wage and price inflation decelerated at the end of 1980, and 
into the first half of 1981; the former linked to growing 
uncertainty about job security, the latter partly to the delay 

of public sector price increases. However, wage and price 
inflation may both rise somewhat faster in the coming months: 
wages because the increase in the minimum wage will tend to act 
as a signal across the highly indexed wage structure, and prices 
because the new government may have to pass on some of the 
increases delayed earlier and because of expected higher wage 
costs. Moreover, the trade weighted depreciation of the 

franc since the latter part of 1980 will push up import costs 
ana rachet up domestic prices as well to some extent. 


The unemployment rate shot up at the turn of the year 1980 after 
months of near stability. The end 1980 rise 5 unemployment 


leqged only a little behind the sharp drop in}production of the 
autumn. The number of unemployed continued to rise rapidly in 

the first months of 1981. In May, the unemployment rate was 7.9 
percent. Relatively rapid productivity growth and numerous 
entrants into the work force currently require about 4 percent 

GDP growth to reduce unemployment. Thus, unemployment may 

continue to rise this year. However, the new Government, which has 
unemployment as its first domestic priority, has announced direct 
measures to expand the economy somewhat faster. 
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The current account of the balance of payments shifted into a 
large deficit in 1980 -- $7 billion, or the equivalent of 1 
percent of GDP -- following a small surplus in 1979. A large 

part of last year's negative swing was due to the increase in 

the oil bill. However, France's exports grew significantly less 
than foreign markets for its products, as estimated by the GOF, 
while non-oil imports expanded rapidly through much of the year, 
reflecting the relative strength of domestic demand and an 
apparent loss of domestic market shares as well. The trade balance 
began to improve toward the end of the year and into the first 
months of 1981. Imports dropped off because of the decline in 
domestic production, fixed investment and stockbuilding and the 
decline in petroleum consumption. Exports rose a little faster as 
well, perhaps signaling a return to a growth trend closer to that 
of markets. The current account deficit was $2.4 billion (FF 13.1 
billion) in the first quarter, compared to $3.1 (FF 13.6 billion) 
in the first quarter last year. The GOF attributes much of 1980's 
export weakness to the "lumpiness" of deliveries linked to large 
contracts. According to the GOF, a large number of contracts 

were signed for delivery this year. In addition, French exports 
could benefit from the trade-weighted depreciation of the franc 
that began last year. However, a couple of factors suggest that 
the balance-of-payments deficit will remain sizeable this year as 
well. First, imports may well rise somewhat faster as the economy 
comes out of the recession in mid-year, aided by a somewhat more 
stimulative government economic policy. And second, although 
French exports may do well relative to markets, those markets are 
forecast to grow very little in 1981. As of May, export order 
books were considered very low. Also. France's oil bill 

should expand during the year due to the appreciation of the 
doilar. 


In spite of the balance-of-payments deficit, the intractibility 

of inflation and the continuing unemployment problem, the franc 
held the top position in the EMS for much of last year and into 
the first part of 1981. The long-term foreign borrowing program 
of the nationalized enterprises was sharply increased. Short-term 
capital inflows expanded substantially as well, while 

inflows recorded as "errors and omissions, adjustment, etc." more 
than doubled. The cause of these massive short-term flows of money 
appears to have been domestic credit restriction and high relative 
interest rates, which pushed firms to borrow abroad. Also, the 
high level of interest rates, together with a belief in the 
stability of the franc, make France an attractive place to invest. 
As a result, the reserves of the Bank of France rose $8.3 billion, 
while the foreign liabilities of the banking system expanded 

$7 billion. 


However, the franc began to depreciate within the EMS after the 
Bundesbank shifted policy in February and moved interest rates up 
sharply to support the DM/$ rate, thereby wiping out the positive 
differential of French over German interest rates. Since 
February, the Bank of France has used reserves to help finance the 
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balance-of-payments deficit. The loss of reserves intensified at 
the end of April and early May in first panicky reactions of the 
Socialist victory in the Presidential election. The first action 
of the new government on May 22 was to tighten exchange controls 
to reduce opportunities for forward cover for imports and 
accelerate export proceeds. It also limited new foreign 
portfolio investment, hitherto largely free, to disinvestment by 
other residents. The mechanism is a securities franc which has 
been quoted at a premium of around 6 percent compared to the 
official rate in early July. These measures have stabilized the 
franc and seem to have stopped the drain of reserves. 


SECTORAL PERFORMANCE 


Major sectors of the French economy have been in stagnation or 
decline during 1980 and the first half of 1981. The same sectors 
are suffering in most of the industrialized countries: steel, 
automobiles, textiles, chemicals, machine tools, and other capital 
goods. Overall, France has not done badly. For a country with 
virtually no petroleum and very little natural gas, it has 
successfully managed its energy requirements and has led the world 
in the proportion of its electricity produced by nuclear plants. 
It has a successful and expanding aerospace industry, probably 
now second only to that of the United States. It is building a 
computer and electronics industry and is organizing itself to 
produce modern business office systems. Nonetheless, it has been 
a difficult period. 


ENERGY. Energy consumption in France declined very slightly in 
1980, compared to 1979 from 189.5 to 188.6 million tons oil 
equivalent (TOE). The distribution of consumption by type of 
energy in percent terms was: coal, 18; natural gas, 12.5; petroleum, 
54; hydroelectric, 8.4; and nuclear, 6.8. 


The major changes were in the share supplied by petroleum and 
nuclear energy. Petroleum consumption declined from 108.2 to 102.1 
million tons, down to 54 percent of total energy consumed from 57 
percent in 1979. In 1973,0il was 67 percent of French energy 
consumption and the Government has programs underway to reduce oil 
to 30 percent of national energy consumption in 1990. The big 
replacement has been nuclear energy; its share of energy consump- 
tion grew from 4.4 percent in 1979 to 6.8 percent in 1980. In the 
first quarter of 1981, nuclear plants were supplying more than one- 
third of France's electricity. The French Government is also making 
efforts to encourage French industry to switch from oil to natural 
gas to coal. Although a significant shift has not occurred as yet, 
coal imports are expected to increase. Imports from the United 
States of coal have already increased dramatically, up 123 percent 
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in 1980 over 1979. This was largely due to the drop off in 

Polish supplies, but in its attempts to reduce its energy dependence 
and seek more secure sources of energy supply, the French 

Government is considering the United States as one of its 

principal, long-term coal suppliers. 


STEEL. After a 2 percent increase in French steel production in 
1979, compared to 1978, production in 1980 declined to levels only 
marginally above those of 1978. The drop in world demand, 
increased competition in export markets from developing countries, 
and barriers to the U.S. market because of the U.S. Trigger Price 
Mechanism (TPM) have affected the entire European steel industry. 
The European Commission in the last quarter of 1980 established 
obligatory production quotas which cut production in the 10 to 15 
percent range. Prices, however, remain low and losses continue to 
mount. Despite these problems the restructuring of the French 
industry, with Government assistance, has continued, particularly 
in the specialty steel area where France remains internationally 
competitive. 


CHEMICALS. Lower demand and strong competition from U.S. chemical 
producers made 1980 a difficult year for the French chemical 
industry. A 25 percent increase in the value of the dollar versus 
the French franc and a restructuring of production and investment 
should produce better results for the industry in 1981. Although 
the industry's turnover increased by 14 percent in 1980 over 1979 
(FF 160 billion versus 140 billion), volume of production decreased 
by 2 percent. A production increase of 2 percent over 1980 is 
expected in 1981, and an average 3-5 percent increase per year is 
projected for the subsequent 5 years. However, profits, presently 
low or nonexistent, will remain under pressure and will make it 
difficult to increase the low levels of research and development 
and investment expenditure. 


The principal firm in synthetic fibers production, Rhone-Poulenc, 

as a result of U.S. competition, has reduced employment and capacity 
by more than half. U.S. competition, however, may be reduced during 
1981 by the recent changes in the dollar-franc exchange rate. 


TEXTILES. French textiles and apparel production declined in 1980 
to virtually the same volume as in 1970 due to the second 
consecutive 1 percent annual decline in domestic consumption and 
to a 10 percent increase in imports in 1980. U.S. exports of 
textiles and apparel accounted for 5 percent of France's imports 
in 1980 and are likely to continue to have a significant share 

of the French market although the 25 percent increase in the value 
of the dollar in French francs compared to a year ago will hurt 
U.S. sales of price sensitive textiles. 


U.S. exporters of textile machinery should be aware that the French 
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Government has made an additional one billion French francs 
available for textile investment in 1981 in order to facilitate 
a 33 percent increase over the 1980 level of investment. 


MECHANICAL CONSTRUCTION. Stagnation in this industry has 

attracted the attention of the new Socialist Government of France. 
It is examining how to stimulate the industry to meet the re- 
equipment needs of French industry and the export market. The need 
for additional investment and more research and development is 
considered particularly urgent in view of the widely held belief 
that by the end of this decade as much as half of the production 
equipment to be ordered by factories will be equipment that does 
not exist today. Major developments are expected in industrial 
robotics. A February 1981 survey by the mechanical construction 
industry federation and a leading research bureau reported that 
French production in volume in 1980 increased only 0.6 percent over 
1979, despite earlier more optimistic projections, and their 
projection for 1981 was for a 0.6 percent decrease. Despite the 
stagnation in its production, the French mechanical construction 
industry has avoided disaster by greatly increasing its exports 
during the last 7 -years. During that period,the total French 
market for industrial equipment and the domestic industry's share 
of that market markedly declined. In constant 1970 francs, the 
French market in 1974 was 58.5 billion French francs of which 
imports took 19.2 billion, while in 1980 the market was 55.6 billion 
of which imports took 23.6 billion. 


From 1973 to 1980, exports rose in volume by 58 vercent, so that the French 
industry in 1980 exported over 47 percent of its production. 

Although dependent on vulnerable export markets, the industry in 

its own view has not been doing enough R & D or making the innovative 
investments to maintain those markets. Its investments in 1980 were 
4.5 percent of turnover versus 5.4 percent in the 1972-74 period, 

and R & D expenditures in 1980 were 0.8 percent of turnover versus 

2 percent in the FRG. The industry believes that only with 
innovation can it win a larger share of its domestic market and hold 
on to its gains in export markets. 


Its opportunity is that French industry in general needs to increase 
its level of investment and re-equip to increase exports. Asa 
result, a good market is in prospect in France for more efficient 

and energy-saving production equipment. 


ELECTRONIC COMPONENTS. The French market for all types of electronic 
components should show an increase of 30 percent between the years 
1980 and 1985. The major portion of this growth will take place in 
the active component segment which could grow from approximately 

$775 million (1980) to $1,250 million (1985). A considerable part 

of this market growth will be satisfied by significant increases 
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in domestic production of integrated circuits, as new production 
facilities, created as a result of cooperative arrangements 
between French and American companies, come on line. 


COMPUTERS. The market for all ranges of computer and business 
equipment should remain buoyant, It is estimated that the number 
of installed computers in France will grow over the coming 5 
years by 15 to 20 percent per year with micro and mini computers 
showing the greatest growth potential. The principal uncertainty 
facing the domestic French computer industry is the 
nationalization of the major domestic computer manufacturer 

CII Honeywell-Bull (47 percent owned by Honeywell U.S.A.). 


AUTOMOBILES. The decline in automobile sales and production, 

which has followed the recession,and the increases in gasoline 
prices continued during 1980. The French industry, which in 

recent years has exported almost half of its production, 
principally to its Common Market partners, has been particularly 
hard hit. The privately owned Peugeot Group (Peugeot, Citroen, and 
Talbot, formerly Chrysler) has been hurt much worse than the French 
Government-owned Renault which has concentrated on the smaller cars. 
Sales in the French market in 1980 decreased in volume by 5.2 
percent compared to 1979 and totaled 1.87 million units. Imports 
rose to take 22.9 percent of the market. Total production in 
France, however, declined by 8.8 percent. The declining trend 

was accentuated during the first quarter of 1981 when sales fell 
11.3 percent and production was cut back 20.7 percent compared to 
the first quarter of 1980. It is anticipated that automobile sales 
in France will continue at levels as low or lower than 1980 
throughout 1981. 


AEROSPACE. The French aerospace industry continued its impressive 
growth. It had a turnover in 1980 of 33 billion French francs, an 
increase of over 20 percent in comparison to 1979. It exported 
over 80 percent of its production and received during 1980 over 27 
billion French francs of firm export orders, a new record. It 
presently has 30 months of work on its order books. Its space 
products sector showed the largest increase in orders, 
approximately 10 billion French francs versus 3 billion in 1979. 
The successful launch in June 1981 of the Ariane rocket to be used 
to place satellites in orbit should significantly increase France's 
space business. Helicopter sales have also been strong at 3.9 
billion French francs versus 1.9 billion in 1979. Sales of 
equipment and avionics slightly increased from 2.5 billion in 1979 
to 2.6 billion in 1980. By contrast, general aircraft and engine 
sales were down, 8.4 versus 15.8 billion and 1.7 versus 3.5 billion, 
respectively. The increases in the value of the dollar versus the 
French franc should assist French aerospace sales. 


Reports following the June 1981 Paris Air Show indicate that French 
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helicopters and business aircraft have been selling well during 
1981. 


INSTRUMENTATION AND MEDICAL EQUIPMENT. In the markets for both 
instrumentation and medical equipment, government policy is a 
major factor. Both markets are expected to grow over the next 

5 years and in both, U.S. firms have significant shares. The 
market for instrumentation will be stimulated by the Government's 
efforts to increase French research and development expenditures 
from the present level of 1.8 percent of Gross Domestic Product 
(GDP) toa level of 2.5 percent of GDP by 1985. The market for 
instrumentation, estimated at over $300 million in 1980, is 
expected to grow at over 6 percent a year through 1985. Most 
significantly, over 60 percent of this market is supplied by 
imports. Imports from the United States accounted for almost 14 
percent or $25 million of total imports. As well, several major 
U.S. companies have established manufacturing or assembly 
facilities in France. 


The market for medical equipment has been estimated at over $350 
million in 1980 and is expected to grow at a moderate rate of 2 
to 3 percent per year through 1985. The domestic industry, which 
supplies the bulk of standard equipment, is characterized by a 
large number of small firms. The previous French Government 
wished to rationalize the industry and develop its capacity to 
provide the more sophisticated equipment now supplied by imports. 


The United States presently provides 25 percent of French imports 
including pacemakers, computers, and equipment for 

cardiological and intensive-care patient monitoring, laboratory 
analysis, ultrasonic screening and treatment planning. 


HOUSEHOLD APPLIANCES. The trend of increasing imports, which 
worried French manufacturers of appliances at the end of 1979 when 
imports grew by 25 percent over 1978, continued through 1980. 
Consumption of household appliances in 1980 increased 3.6 percent 
in volume over 1979 and took 29 percent of the market in value 
terms. Total sales of appliances in 1980 reached 38 billion 
French francs. The French industry exported goods valued at 5.6 
billion francs. Sales during the first quarter of 1981 slowed 
down. 


CONSUMER GOODS. Sales of consumer goods were down in 1980 compared 
to 1979. The volume of consumption decreased by 1.2 percent, while 
the price index in 1980 increased by 14.5 percent. The value of 
consumer goods sales in 1980 was 336 billion French francs of which 
imports accounted for 21 pecent. The volume of imports increased 
by 5.7 percent, much faster than total consumption. The value of 
French exports of consumer goods was 64.6 billion francs. The 
slight downward trend in sales continued during the first quarter 
of 1981, 





TRADE AND INDUSTRIAL POLICY 


The policy shift to domestic economic expansion may be 
accomplished by increased protectionist measures by the 

French Government. However, as discussed in more detail 

below under Investment Climate, France has long been 

committed to a liberal world trading system and its industry 
must be competitive within that system. Rapid changes in 
trade and industrial policy are therefore unlikely. France 

is a member of the General Agreement on Tariffs and Trade 
(GATT) and signed the Tokyo Round agreement on tariff 
reductions and accepted all of the new GATT codes. On most 
trade policy matters, France develops its positions with its 
partners in the European Economic Community (EEC), and trade 
actions are usually taken at the EEC level. It has encouraged 
EEC protective measures, such as on textiles and some chemicals, 
but it also has acted on its own to protect French industry as 
in the case of automobile imports from Japan. 


In 1978, the French Government relaxed its tight control over 
industry and attempted to allow the market place a greater role 
in industrial decision making. It gave French industry freedom 
to establish prices after more than 30 years of Government price 
controls. It did not cease to try to direct the economy, 
however. Rather, through such tools as government procurement, 
investment incentives, export credits, foreign investment 
approvals, and its influence over banks, it attempted to 
encourage rationalization and industrial concentration in key 
sectors. It placed greater emphasis on French firms becoming 
multinationals, and it pushed industries that it considered 
economically strategic, creators of high technology, or simply 
winners. To the extent that "the new economic liberalism," as 
it has been called in France, has strengthened the structure of 
the French economy, the new French Government may be hesitant 
to tighten direct control. 


The question will be how responsive the present system can be 
to the concerns of the electorate which installed the new 
Government. Direct controls or dirigisme remains in the 
French tradition and the temptation to return to old methods 
of government industrial policy could be strong despite the 
implicit dangers for France on the world market. 


INVESTMENT CLIMATE 


The election in May 1981 of the Socialist Party leader Francois 
Mitterrand as President of the French Republic for a 7-year 
term and the installation of a Socialist Government has 
introduced a degree of uncertainty into the business climate, 
particularly with regard to the new Government's 
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nationalization and social welfare policies and their impact 
on the economy. However, government statements and actions 

to date do not suggest that the present French Government's 
attitude to foreign investment will be very different from that 
of the previous Government. France remains a major trading 
nation, highly dependent on exports and imports, and under the 
imperative of developing or acquiring new technology and 
innovative and more efficient industrial techniques. The 
previous Government was, to the extent possible, selective of 
foreign investment to assure that foreign investors did bring 
improved technology to France as well as capital. Moreover, 
French industrial investments in the United States frequently 
took the same considerations into account. 


Since 1966, the French Government has welcomed foreign direct 
investment on a selective basis, particularly in certain 

depressed and less developed geographical areas where investment 
incentives are sometimes available to encourage job creation. 
There have been few general guidelines, and decisions on 
investment applications have been taken on a case-by-case 

basis. Foreign investment has been watched closely in several 
sectors of new or high technology where the French Government 

has tried to foster French controlled capabilities. There is 
sometimes considerable uncertainty and delay as to whether 
individual applications will be approved. The present Govern- 
ment seems unlikely to change significantly this approach to 
foreign investment. In fact, Socialist Party spokesman Jacques 
Delors, now Minister of Finance and Economy, immediately following 
President Mitterrand's election stated in the International Herald 
Tribune: "There will be no change in French policy regarding 
foreign participation in our economy, including by Americans." 


IMPLICATIONS FOR THE UNITED STATES 


Following a 28 percent increase in 1979 over 1978, U.S. exports 
to France increased 31.9 percent in 1980, from 34.4 billion 
French francs in 1979 to 45.3 billion in 1980. These increases 
occurred during a period when the exchange rate fluctuated 
around 4 French francs to the dollar (June 1980), whereas the 
present exchange rate values the dollar at approximately 5.5 
French francs (June 1981). 


The table in this section shows French imports from the United 
States in 1979 and 1980 and was taken from a series developed 

by the French National Economic Statistics Institute on the basis 
of French Customs data. 





Category-Product 


03 Energy 
Coal 
Refined Petroleum 


Minerals 
Metal and Products 
Non-ferrous Metals 
Semifinished Non-ferrous 
Chemicals and Related Products 
Mech/Elec Mach and Equipment 
Electronic Equipment 
Indust Equip (Other than 
Machine Tools) 
Aeronautical Equipment 
Household Appliances 


Autos and Motorcycles 


Other Wheeled Vehicles and All 
Vehicle Parts 


Consumer Goods 
Shoes 
Furniture 


12 Miscellaneous 


400 
2,753 
462 
1,518 
4,900 


15,245 
6,313 


1,716 
4,242 


429 


73 


22 
16 


49 


Figures are in millions of French Francs 
Source: French Customs Statistics 
Nomenclature d'Etudes Conjoncturelles 


Percent 
Change 


+100.1 
+123.2 
+ 50.7 
+ 34.3 
+ 30.4 
+231.0 
- 26.4 
+ 30.5 


+ 32.0 
+ 37.9 


39.6 
21.7 


37.5 


8.2 


+ 16.1 
+ 48.0 
+113.6 
+ 81.3 


+175.5 
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The United States has an active and growing trade relationship 
with France. The low value of the dollar over the last several 
years and the generally lower U.S. cost of labor and energy in 
relation to France and important third country competitors had 
assisted U.S. exports. However, the consistent competitive 
advantage of U.S. manufactured goods in the French market has 

been their quality and technical sophistication. The higher value 
of the dollar in French francs will not block sales of U.S. goods 
although the normal commercial considerations in the French market 
in addition to price will need more attention: quality, delivery 
times, credit terms, after-sales service, style and design, and 
French-language literature and correspondence. 


U.S. imports play an important role as components of French 
exports, particularly in the aerospace field. French industrial 
equipment that is exported often uses U.S. components because of 
their technology, quality and the availability of world-wide after- 
sales service for their repair or replacement. 


The social changes that the new French Government is expected to 
introduce could also improve opportunities for U.S. exporters of 
industrial equipment. A higher minimum wage and increased 
fringe-benefit costs would encourage French manufacturers to 
install more highly productive machinery. Some areas which appear 


to offer good prospects for the sale of U.S. products are computers 
and peripheral equipment, printing and graphic arts, sporting 
goods, electronic components, health care, process control, 
laboratory and scientific instruments, and aircraft, space and 
avionics equipment. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


you need to succeed in overseas business. 
os tn ens? Overseas Business Reports (OBR’s)—40 
a year—bring you detailed information on overseas 


trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 
countries offering good potential as sales outlets for 


US. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


e is prepared on the scene by US. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


ES A IE I NS IES IE SS EE IORI BO OES DAE TOBE OTA ENGEL EE OLA ET CLAIR EIEN TELE IA DION LE EET ON ERI BIER EE LOE A NEO ABE ITS CIEE TET 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
) Credit Card Orders Only 


Total charges $______ Fill in the boxes below. 


Enclosed is $________ 0) check, 
0 money order, or charge to my 


Deposit Account No. Credit 
ec eet. CODD 
epee Expiration Date 
I dg Month/Year CTTT) 
Enter my subscription to: [] Overseas Business Reports at $40 per year ($50 overseas) 
(0 Foreign Economic Trends at $50 ($62.50 overseas) 


Company Name 


individual's Name—First. Last 


Street address ; 
City State ZIP Code 


Sa Rere we 


(or Country) 


PLEASE PRINT OR TYPE 





